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SUB J : UPDATE OF IRAQI INVESTMENT CLIMATE STATEMENT 
REF (A) 77 STATE 244738 (B) 77 BAGHDAD A-61 OF DEC 31, 1977 

1 . SUMMARY. THOUGH IRAQI LAWS DO NOT PROHIBIT DIRECT 
FOREIGN INVESTMENT, GOVERNMENT POLICY SEVERLY LIMITS 
THE OPPORTUNITIES FOR IT, AND THERE IS NO DIRECT FOREIGN 
INVESTMENT OF ANY SIGNIFICANCE. THE FOLLOWING PARAGRAPHS 
ARE KEYED TO THE TOPIC HEADINGS IN REFTEL. END SUMMARY. 

2. GOVERNMENT ATTITUDES. IRAQ PROVIDES LITTLE SCOPE FOR 
DIRECT FOREIGN INVESTMENT AT THE PRESENT TIME. THOUGH 
LAWS PERMIT IT ON THE CONDITION THAT THE IRAQI SHARE IS 
51 PERCENT OR MORE, THE GOVERNMENT BELIEVES THAT IRAQ 
DOES NOT NEED IT AND CONSIDERS PROPOSALS ONLY ON A CASE-BY- 
CASE BASIS. PROPOSALS APPROVED SO FAR HAVE INVOLVED EITHER 
GOVERNMENT-TO-GOVERNMENT ARRANGEMENTS, MULTILATERAL 
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INVESTMENT BY ARAB ORGANIZATIONS, OR JOINT VENTURES 
INCORPORATED IN IRAQ TO UNDERTAKE A MAJOR PROJECT. SINCE 
THE COMPLETION OF THE NATIONALIZATION OF THE PETROLEUM 
COMPANIES, THERE REMAINS NO SIGNIFICANT AMERICAN OR 
OTHER FOREIGN DIRECT INVESTMENT IN IRAQ. 

3. ECONOMIC FACTORS AND DEVELOPMENT POLICY. WITH AN 
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OIL INCOME OF OVER 9 BILLION DOLLARS IN 1977 AND THE 

PROSPECT OF OIL REVENUES OF AT LEAST THIS SIZE FOR THE 

FORESEEABLE FUTURE, IRAQ HAS THE CAPABILITY TO TO FINANCE 

ITS OWN ECONOMIC DEVELOPMENT. IT HAS, IN FACT, ONLY 

IN TWO OR THREE CASES SOUGHT INTERNATIONAL 

FINANCING IN ANY FORM. IN THE GOVERNMENT-CONTROLLED 

"SOCIALIST" SECTIOR, WHICH PRODUCED 75 PERCENT OF IRAQ'S 

1977 GNP OF 19 BILLION DOLLARS, FOREIGN INVESTMENT HAS 

BEEN LIMITED TO A FEW GOVERNMENT-TO-GOVERNMENT ARRANGEMENTS 

INVOLVING FOREIGN EQUITY OWNERSHIP AND A 

FEW FOREIGN INVESTMENTS UNDERTAKEN BY THE ARAB ECONOMIC 

UNITY COUNCIL AND OTHER PAN- ARAB ECONOMIC AND INDUSTRIAL 

ORGANIZATIONS IN WHICH IRAQ PARTICIPATES. THE SMALL PRIVATE 

SECTOR COULD THEORETICALLY OFFER A FEW OPPORTUNITIES, BUT 

LENIENT GOVERNMENT LOADS TO PRIVATE SECTOR FIRMS 

WISHING TO UNDERTAKE PROJECT ACCORDED PRIORITY IN 

NATIONAL DEVELOPMENT PLANNING OBVIATE THE NEED FOR MOST 

PRIVATE IRAQI BUSINESSMEN TO SEEK FOREIGN DIRECT 

INVESTMENT. IN THE FEW CASES WHERE IT HAS OCCURRED, IRAQI AND 

FOREIGN FIRMS HAVE FORMED A JOINT VENTURE INCORPORATED 

IN IRAQ FOR THE EXECTION BUT NOT USUALLY FOR THE OWNERSHIP 

OF A SPECIFIC PRMJECT. (SEE REFAIR FOR FURTHER INFORMATION 

ABOUT ECONOMIC TRENDS IN IRAQ.) 

4. LABOR. IRAQ HAS A SHORTAGE OF SKILLED AND SEMI-SKILLED 
LABOR. THE GOVERNMENT WANTS TO MEET THESE SHORTAGES 
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TO THE GREATEST EXTENT POSSIBLE FROM THE INDIGENOUS POPULATION 
AND HOPES TO INCREASE THE LABOR FORCE FROM 2.9 MILLION 
IN 1976 TO 3.5 MILLION IN 1980 THROUGH NATURAL GROWTH OF 
THE LABOR POOL AND BY THE GREATER EMPLOYMENT OF WOMEN. 

TO RAISE THE SKILLS LEVEL OF THE WORK FORCE, THE GOVERNMENT 

IS ALSO UNDERTAKING LARGE-SCALE VOCATIONAL, TECHNICAL 

ANJ UNIVERSITY TRAINING PROGRAMS. THOUGH NO 

STATISTICS ARE AVAILABLE ON THE NUMBER OF FOREIGN LABORERS 

IN IRAQ, THEIR PROPORTION IN COMPARISON TO THE 

TOTAL LABOR FORCE VS MUCH LESS THAN THAT OF NEIGHBORING OIL- 

RICH COUNTRIES. MOST FOREIGN LABORERS ARE FROM OTHER ARAB AND 

MUSLIM COUNTRIES, PARTICULARLY EGYPT AND PAKISTAN. 

5. OWNERSHIP, POLICY, INVESTMENT DISPUTES AND OPIC. 

SEE PARA 2 ABOVE FOR OWNERSHIP POLICY. IN REGARD TO POSSIBLE 
INVESTMENT DISPUTES, MOST COMMERCIAL CONTRACTS STATE THAT 
IRAQI LAW APPLIES AND SOME ALSO PROVIDE FOR INTERNATIONAL 
ARBITRATION. DISPUTES WHICH HAVE GONE TO INTERNATIONAL 
ARBITRATION HAVE USUALLY TAKEN YEARS TO SETTLE. IN 
THE ABSENCE OF DIPLOMATIC RELATIONS BETWEEN IRAQ AND THE 
US, THE OVERSEAS PRIVATE INVESTMENT CORPORATION DOES NOT 
INSURE AGAI ST POLITICAL RISKS IN IRAQ. 
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6. ANTICIPATED CHANGES. USINT ANTICIPATES NO MAJOR 
CHANGES IN THE NEAR FUTURE OF IRAQI POLICIES OR LAWS 
CONCERNING FOREIGN DIRECT INVESTMENT. 

7. STATISTICAL INFORMATION. NONE AVAILABLE. 
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